ACSI

13 March 2026

Penny Sirault

Assistant Secretary
Sustainable Finance Branch
Treasury

Langton Crescent

Parkes ACT 2600

Dear Ms Sirault,

Sustainable Investment Product Labelling — Policy Design

About ACSI

Established in 2001, ACSI exists to provide a strong voice on financially material sustainability and
corporate governance risks and opportunities. Our members include Australian and international
asset owners and institutional investors with more than $1.9 frillion in funds under management.

Through our company engagement, policy advocacy, research and education, ACSI supports
members in exercising active ownership, which enhances the long-term value of the retirement
savings entrusted to them to manage.

ACSI members can achieve value for their beneficiaries through genuine and permanent
improvements to the environmental, social and governance practices of the companies in which
they invest.

Summary of ACSI's position

ACSI supports the development of a disclosure framework designed to help retail investors and
superannuation members more easily understand and compare investment products marketed as
‘sustainable’ or similar. We encourage Treasury to consider options on how this objective could be
achieved by leveraging existing regulatory requirements, which could be an efficient way to
improve fransparency while mitigating implementation costs and risks.

ACSI welcomes Treasury’s clarification that the proposed regime is not infended to apply to claims
made about cross cutting strategies such as ESG integration or investment stewardship. It is
essential that investment product issuers and superannuation funds can continue to fransparently
and accurately disclose approaches to ESG integration and stewardship that often operate across
portfolios. For superannuation funds, these strategies play a role in fulfilling their obligations to actin
the best financial interests of their members.
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Enhancing disclosure expectations

Our preferred model is one that focuses on enhancing transparency and comparability of
sustainable investment options rather than placing prescriptive restrictions on product design or
investment approaches. This could support consumers to make informed decisions in a diverse and
evolving market for sustainable investment products or options, including within the superannuation
system. A disclosure-focused approach could work within existing misleading or deceptive conduct
provisions which provide a strong expectation that financial products are ‘true to label’.

There is an opportunity for the Government to improve the comparability of information on the
features of sustainable investment products by developing a simple, consumer-focused disclosure
template or dashboard. Recognising that product issuers are already subject fo comprehensive
disclosure obligations, ACSI encourages Treasury to explore ways to work within the existing
obligations to promote standardised approaches to the transparent presentation of consumer-
facing product information through practical regulatory guidance.

A non-exhaustive list of sustainability-related terms, as proposed, could provide clarity on which
investment products or options are intended to be in-scope for the disclosure framework. Given the
evolving nature of sustainable investment, we feel that this list would be more appropriately part of
regulatory guidance rather than legislation.

Thresholds

ACSI is cautious about the proposal to incorporate quantitative thresholds intended to indicate the
proportion of an investment product or option aligned with a stated sustainability objective. For
diversified investment products that integrate multiple sustainability approaches, thresholds could
infroduce complexity and may noft support practical consumer understanding. If thresholds are
considered, we would prefer the approach focus on disclosure of a metric rather than imposing a
minimum threshold that could constrain product design and cause confusion for consumers.

Additionally, ACSI does not support the infroduction of provisions targeting assets that are deemed
to ‘conflict’ with a sustainability objective. Determining which assets may be considered conflicting
could infroduce uncertainty and existing misleading or deceptive conduct provisions already
provide appropriate safeguards in this context.

Please see attached detailed responses fo consultation questions.

| frust our comments are of assistance. Please contact me or Kate Griffiths, Executive Manager —
Policy and Research (kgriffiths@acsi.org.au), should you require any further information.

7@}\

Louise Davidson AM
Chief Executive Officer
Australian Council of Superannuation Investors
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APPENDIX: RESPONSES TO CONSULTATION QUESTIONS

Element 1: Scope of Sustainable Investment Product Labelling

Question

ACSI response

1. Is the definition of financial
productin the
Corporations Act
appropriate as the basis
for the kinds of investment
products captured by this
regime?

a. Should the scope
be narrowed to
certain types of
financial products
(such as products
with an investment
component e.g.
superannuation or
managed
investment
schemes), and if
so, on what basis?

b. Should there be
any exclusions of
types of financial
productse

c. Conversely, does
this approach miss
any financial
products that
should be
captured by the
regime?

ACSI believes that a narrower focus than ‘financial
products’ may be needed for the regime to work as
intended in the superannuation system.

Members of superannuation funds often have the ability
choose between various investment options, sometimes
including options which are specifically marketed as
‘sustainable’ (or similar). These investment options are
generally not stand-alone ‘financial products’ as defined by
the Corporations Act.

We encourage Treasury to develop an approach so that
any new requirements apply to superannuation funds at the
investment option level. We note that ‘investment option’
has been defined in the section 1017BB of the Corporations
Act, in respect to portfolio holdings disclosure requirements.
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2. Isthe approach of using a | ACSI agrees with the principle of leveraging a non-

non-exhaustive list of exhaustive list to determine whether an investment product
‘sustainability’ terms is considered to be marketed as ‘sustainable’. This
appropriate for this approach could provide clarity while allowing for flexibility to
regime? uphold the intent of the reforms.

However, it will be important to carefully define what it
means to ‘use’ these terms in marketing. There is a risk that
an expansive interpretation could inadvertently capture
products or investment options which are not specifically
marketed as ‘sustainable’. The approach should be guided
by Treasury’s intention not to capture claims made about
strategies that apply broadly across a fund such as ESG
integration or investor stewardship.

To provide more certainty and support a pragmatic
approach, we therefore suggest that any new requirements
or guidance are clear about how investment products or
options are captured — for example where they use
relevant terms in their name.

3. Should terms relating to For consistency, the new regime could capture terms
the governance and related to governance and social considerations alongside
social elements of ESG be | environmental factors. However, the potentially varied
in the scope of this interpretation of certain social or governance-related terms
regime? Why? stresses the need to carefully define what it means to ‘use’ a

defined term.

Applying the new regime for example in relation to the
name of investment products or options would provide more
certainty and mitigate the risk that governance or social
terms will inadvertently capture products or options which
are not specifically marketed as ‘sustainable’.
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4. Are there any termsin the | As above, several of the proposed terms could create

non-exhaustive list that unintentional consequences if the scope of the regime is not
create unintentional carefully limited.

consequences and should

not be included? Are For example:

there any terms missing? - 'ESG’ and ‘responsible’ are commonly used by

superannuation funds to describe investment
approaches which are used as part of determining
the best financial interests of their members.

- Superannuation funds often discuss ‘climate’,
‘decarbonisation’ and ‘nature’ as financially
material risks and opportunities which inform
investment approaches.

In the contexts described above, the use of these terms
does not imply that an investment option is specifically
marketed to members as ‘sustainable’. Concentrating any
new requirements on the name of investment products or
options could mitigate the risk of capturing products beyond
the policy intent.

In addition, it may be challenging to appropriately define
the range of terms with the precision required in legislation
and therefore we consider that leveraging existing
regulatory requirements (such as the misleading or
deceptive conduct provisions) along with additional
guidance may be an appropriate option.
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Element 2: Consumer-facing disclosures

Question ACSI response
5. Do you support the ACSI supports the principle of improving investment product
infroduction of mandatory | or option-level disclosures to support consumers. While key
consumer-facing features are already disclosed by product issuers, there are
disclosure obligationsg opportunities to standardise the presentation of sustainability

features to an audience who may not have an in-depth
understanding of approaches to sustainable investment and
support comparability.

There may be options to efficiently achieve this outcome
without imposing prescriptive, mandatory disclosure
requirements (confinued in next question).

6. How could voluntary Standardisation of product-level disclosure expectations in
templates achieve the regulatory guidance, leveraging the existing misleading or
policy objectives? deceptive conduct provisions, could enhance the quality

and comparability of information available to retail investors
and superannuation members, while minimising the
complexity and compliance burden that could be
associated with new legal requirements.

For example, one option would be to publish a model
disclosure template in regulatory guidance that articulates
actions funds can take to provide useful information to their
beneficiaries and support their efforts to refrain from
engaging in misleading or deceptive conduct. This could
also build on themes identified through ASIC's surveillance
work (such as those set out in ASIC information sheet 271:
How to avoid greenwashing when offering or promoting
sustainability-related products).

7. Which of the above ACSI supports a hybrid approach.
design options do you
support, and why? A fit-for-purpose disclosure template would involve some
a. If you support a | standardisation to promote comparability and aid
prescriptive consumer understanding. However, there should be
approach, flexibility in the template to allow issuers to accurately

what specific describe a diverse range of investment products or options.
elements of the
CFD should be
mandated?

b. If a principles-
based
approach is
preferred, what
should be
included in the
principle-based
template for
CFD
requirements?
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8. Would you support

mandating that product

issuers disclose their direct

and indirect investment

exemptions in the CFD

requiremente

C. Does the

exclusions list
featured in Box
2 (p.13)
capture an
appropriate
range of
companies,
industries, or
activitiesg

One challenge in designing a consumer-facing disclosure
template is the need to clearly convey key information while
maintaining conciseness. Where relevant, the coverage of
an exclusion policy may be a relevant consideration for
prospective investors, including which assets are excluded,
which asset classes are covered by the exclusion and
whether indirectly held assets are covered by the exclusion.
Given the diversity in how exclusions may be implemented
across a diversified portfolio, we suggest that a principles-
based approach should guide the disclosure of these
details.

In relation fo the disclosure (or omission) of details in a
standardised disclosure, we note that existing prohibitions
against misleading or deceptive statements provisions can
manage the risk of false or misleading statements.

What are other
considerations should the
Government consider if it
progresses with the
intfroduction of mandatory
consumer-facing
disclosure obligationse

The Government should be cognisant of the compliance
costs that could be associated with additional mandatory
disclosure requirements. For example, the proposed
calculation of thresholds (as discussed below) could
infroduce operational complexity. We encourage the
Government to balance the need for enhanced consumer
information with compliance burden or risk so that there is
no chiling effect on the market. Compliance costs could be
mitigated by focusing on policy implementation through
regulatory guidance.

Any proposed disclosure framework should be subject to
further consultation to ensure it is fit-for-purpose and does
not infroduce unintended consequences. Potential
elements, such as disclosure of a sustainability-related goal
or objective, should be carefully designed to support
alignment with existing regulatory requirements, including
the Product Disclosure Statement requirements, the best
financial interests duty for superannuation funds and the
misleading or deceptive conduct provisions.

11. When and how should the

CFD be provided to the
client/potential cliente

It may be useful to for issuers to provide the CFD as part of
the existing Product Disclosure Statement.

Treasury could also consider ways to encourage
superannuation funds to make the CFD available where
existing members may compare and switch investment
options. This could include relevant sections of a
superannuation fund'’s website or app.
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Element 3: Thresholds

Question

ACSI response

12.

Should a threshold be
prescribed (option 1) or only
require there to be disclosure
(option 2)2
a. Which option best
ensures the
credibility of the
labelling regime?
b. If option 1 is
adopted what is
the appropriate
threshold in the
Australian context?

From a consumer perspective, quantitative thresholds
(either as a minimum benchmark or as a disclosure
requirement) could oversimplify assessments of
sustainable investment options. For example, a higher
percent threshold figure could give consumers an
incorrect impression that a particular investment option
is higher quality or has greater non-financial impact.
There is also a risk that thresholds could encourage a
‘checkbox’ approach to product design.

In contrast to thresholds, principles-based disclosure
expectations could help consumers better understand
how products are constructed, could support easier
comparison and could allow consumers to assess
alignment with their preferences and values. Existing
misleading or deceptive conduct provisions provide for
a robust, principles-based expectation that an
investment product or option is ‘true to label’.

Calculation of a threshold also raises some operational
challenges, particularly in a multi-asset investment
opfion which may employ several sustainable
investment strategies.

If thresholds are considered, we would prefer the
approach focus on disclosure rather than imposing a
minimum threshold that could constrain product design.

. How should a threshold be

calculated under option 1 and
22 What assets should
contribute to threshold, and
how should the different
impacts that investments could
have on sustainability be

Given the diversity of sustainable investment products
and investment approaches, it may be difficult to
establish a prescriptive methodology that is universally
applicable.

Therefore, if a threshold was adopted, we believe that a
principles-based approach should allow for product

considered? issuers to establish a methodology to calculate their
alignment with a sustainability objective. The robustness
of this approach could be supported by existing
misleading or deceptive conduct provisions.
15. Should direct and indirect If a threshold was adopted, we do not believe that

investments be freated

differently for the purposes of

the thresholdse

a. How would

compliance with
thresholds be
evidenced in
regard to indirect
investmentse

‘indirect investments’ (i.e. externally managed) assets
need to be freated differently.

The compatibility of externally managed assets with a
particular sustainable investment strategy will depend
on the investment manager’s mandate and how it is
overseen on an ongoing basis. If sustainability-related
representations are made regarding a pool of externally
managed assets, there are existing ‘true -to-label’
obligations under misleading or deceptive conduct
provisions.
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16. Is there a role to adopt a
mechanism which governs the
assets not contributing to the
threshold (sub option a)?

a.

What are the
advantages and
disadvantages of
adopting the UK’s
criteriag

What are the
advantages and
disadvantages of
specifying classes
of investment as
being ineligible for
products covered
by the labelling
framework similar fo
the EU'’s proposed
framework?
Which option
should be
preferred?

ACSI believes that the options discussed could
infroduce unnecessary complexity and legal
uncertainty.

UK approach:

We do not see a need to restrict investment
approaches by establishing a requirement that ‘other’
assets do not conflict with a stated sustainability
objective. Determining which assets are in ‘conflict’
could create unnecessary complexity as existing
misleading or decepftive conduct provisions provide for
a robust, principles-based expectation that an
investment product or option is ‘true to label'.

We note that ASIC information sheet 271: How to avoid
greenwashing when offering or promoting sustainability-
related products includes guidance and examples
which illustrate potentially misleading claims. This
provides an indication of how the current law may
address ‘conflicting’ assefts.

EU approach:

We support a principles-based regime that supports a
range of sustainable investment approaches and
objectives. Therefore, we do not support the EU
approach of prescribing specific asset types which must
be excluded.
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Element 4: Evidentiary assessment

Question

ACSI response

17.

Do you support a principles-
based approach to
evidentiary assessment
requirements for financial
products marketed as
‘sustainable’ or similarg Why or
why note
a. If not, what
alternative
approach would
you prefer and
why?

ACSI supports a principles-based approach to
describing sustainability features.

Consistent with the existing low and regulatory
enforcement, it is necessary that product issuers be able
to substantiate claims made about the sustainability
characteristics of the investment products or options
they offer. This requirement should remain anchored in
current misleading or deceptive conduct provisions to
support clarity, consistency and efficiency.

Prescriptive evidentiary requirements risk adding
complexity and may noft offer sufficient flexibility to
capture the broad range of possible sustainable
investment objectives and approaches. A principles-
based approach supports ongoing relevance as the
sustainable investment landscape evolves.

. If applicable, what types of

evidence do you currently rely
on fo substantiate
sustainability-related claims for
financial products (if possible,
please include information on
internal methodologies, third-
party data, standards or

certifications).
a. What is the
relationship

between the
labelling regime
and industry
standards? Should
a labelling regime
prescribe specific
standards? If yes,
which?g

A range of approaches can be used to substantiate
sustainability-related claims made about investment
product or options. We support a principles-based
regime that does not prescribe specific evidentiary
requirements.

We note that within the superannuation system,
portfolio holding disclosure obligations require the
disclosure of the assets held in relation to each of the
fund’s investment options (see Corporations Act section
1017BB). This provides for public accountability on the
implementation of certain sustainable investment
strategies, including the implementation of screens.

. How can a principles-based

regime ensure sufficient
consistency across products
and issuers, while still allowing
flexibility in evidentiary
methods?

ACSI supports enhancing consistency in disclosure
expectations, rather than in product design. This would
allow consumers to understand and compare various
products without prescribing any particular approach.

10
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20. Are there particular challenges | Principles-based disclosure expectations should provide
in evidencing certain flexibility to accurately describe various sustainability-
sustainable investment related approaches.
approaches?

a. If so, how should a
principles-based
regime
accommodate
these differences?
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